>mr 

^ IHF. bur. 

CORPORATION FILE 































■■ 







































Contents 


1954 Annual Report 

SHELL OIL COMPANY 


Corporate Directory 2, 3 

Highlights 4 

Report to Shareholders 5 

Exploration and Production 
Manufacturing 9 

Transportation 10 

Marketing 11 

Shell Pipe Line Corporation 11 

Shell Chemical Corporation 12 

Shell Development Company 13 

Shell Oil Company of 
Canada, Ltd. 16 

Employee Relations 17 

Directorate and Executive 17 

Conclusion 18 

Financial Statements 20 

Source and Disposition 
of Funds 25 

Statistics 26 

Charts: 

Earnings and Dividends 6 

Capital Expenditures 
and Write-Offs 7 

Taxes 8 

Crude Oil Production and 
Refinery Intake 9 

Wages and Benefits 17 

Map of Shell Facilities 14 














SHELL OIL COMPANY 

50 WEST 50th STREET • NEW YORK 20, N. Y. 


Board of Directors 


JAMES B. BLACK 
H. BLOEMGARTEN 
H. S. M. BURNS* 
CASON J. CALLAWAY 


SIR FRANCIS HOPWOOD 
Chairman , Board of Directors 

Vice Presidents 

W. A. ALEXANDER 
Denver, Colo. 

S. F. BOWLBY 
Los Angeles, Calif. 

C. P. BRISTOL 
Tulsa, Okla. 

J. E. CLARK 
Midland, Texas 


LEWIS L. CLARKE 
GAYER G. DOMINICK* 
JAMES H. DOOLITTLE* 
A. J. GALLOWAY 


Officers 

H. S. M. BURNS 
President 


F. S. CLULOW 
New York, N. Y. 

E. D. CUMMING 
Houston, Texas 

C. E. DAVIS 

New York, N. Y. 

J. H. DOOLITTLE 
New York, N. Y. 

B. DYKSTRA 
New Orleans, La. 


SIR FRANCIS HOPWOOD 
JEROME C. HUNSAKER 
R. C. McCURDY 
THOMAS A. MORGAN 


M. E. SPAGHT 

Executive Vice President 


A. J. GALLOWAY 
New York, N. Y. 

D. B. HODGES 
New York, N. Y. 

J. G. JORDAN 
New York, N. Y. 

P. L. KARTZKE 
Calgary, Canada 

W. F. KENNEY 
New York, N. Y. 


E. C. PEET 

MONROE E. SPAGHT* 
FORSYTH WICKES* 

♦ Member of Executive Committee 


N. J. McGAW 
New York, N. Y. 

E. C. PEET 

London, England 

E. H. WALKER 
New York, N. Y. 

J. H. WHITE 
New York, N. Y. 


A. G. SCHEI A. A. BUZZI J. A. HORNER 

Treasurer , New York, N. Y. Controller , New York, N. Y. Secretary , New York, N. Y. 


Transfer Agents 

Irving Trust Company 

1 Wall Street, New York 15, N. Y. 

The Bank of California National Association 
400 California Street, San Francisco 20, Calif. 

Continental Illinois National Bank and Trust 
Company of Chicago 

231 South La Salle Street, Chicago 90, Ill. 


Registrars 

Guaranty Trust Company of New York 
140 Broadway, New York 15, N. Y. 

The Anglo California National Bank 
of San Francisco 

1 Sansome Street, San Francisco 20, Calif. 

Harris Trust and Savings Bank 

115 West Monroe Street, Chicago 90, Ill. 


Notice of change of shareholder’s address should be sent to one of the above transfer agents. 


[ 2 ] 











SHELL CHEMICAL 
CORPORATION 


Officers 

F. A. C. GUEPIN 
Chairman , Board of Directors 

r. c. McCurdy 

President 

C. W. HUMPHREYS 

Vice President , New York 

G. R. MONKHOUSE 

F/'ce President , San Francisco 

L. V. STECK 

F/cc President , New York 

A. G. SCHEI 

Treasurer , New York 

A. A. BUZZI 

Controller , New York 

G. E. BREWER 

Secretary , New York 


SHELL PIPE LINE 
CORPORATION 


Executive Offices 


SHELL OIL COMPANY 
SHELL CHEMICAL CORPORATION 
SHELL PIPE LINE CORPORATION 
SHELL DEVELOPMENT COMPANY 
SHELL OIL COMPANY OF CANADA, LTD. 


New York, N. Y. 
New York, N. Y. 

Houston, Texas 
New York, N. Y. 
Toronto, Canada 


Headquarters Offices 


REFINED PRODUCTS AND CHEMICALS 


MARKETING DIVISIONS 

ALBANY, N. Y. 
ATLANTA, GA. 
BALTIMORE, MD. 
BOSTON, MASS. 
CHICAGO, ILL. 
CLEVELAND, O. 
DETROIT, MICH. 
HONOLULU, HAWAII 
INDIANAPOLIS, IND. 
LOS ANGELES, CALIF. 


MINNEAPOLIS, MINN. 
MONTREAL, CANADA 
NEW ORLEANS, LA. 
NEW YORK, N. Y. 
PORTLAND, ORE. 
SACRAMENTO, CALIF. 
ST. LOUIS, MO. 

SAN FRANCISCO, CALIF. 
SEATTLE, WASH. 
TORONTO, CANADA 
VANCOUVER, CANADA 


EXPLORATION AND PRODUCTION AREAS 


CALGARY, CANADA 
DENVER, COL. 
HOUSTON, TEXAS 


LOS ANGELES, CALIF. 
MIDLAND, TEXAS 
NEW ORLEANS, LA. 
TULSA, OK LA. 


Officers 


lie fineries and Chemical Plants 


i. T. DICKERSON 
President 

D. H. LEWIS 

Vice President , Houston 

D. F. SEARS 

Vice President , Houston 

P. H. SWINCHATT 

Vice President , New York 

W. A. BAKER 

Vice President , Treasurer , Houston 

A. E. GROFF 

Secretary , Houston 


DENVER, COL. 
DOMINGUEZ, CALIF. 
HOUSTON, TEXAS 
MARTINEZ, CALIF. 
MONTREAL, CANADA 


NORCO, LA. 

SHELL POINT, CALIF. 
VANCOUVER, CANADA 
VENTURA, CALIF. 
WILMINGTON, CALIF. 
WOOD RIVER, ILL. 


Researeh Laboratories 

MARTINEZ, CALIF. 
MODESTO, CALIF. 
WOOD RIVER, ILL 


DENVER, COL. 
EMERYVILLE, CALIF. 
HOUSTON, TEXAS 


[ 3 ] 











Highlights 


1954 


1953 


FINANCIAL 


Sales of Products and Other Revenues $1,312,060,000 

Net Income $121,127,000 

Net Income per Share* $4.41 

Cash Dividends Paid per Share* $1.87Vi 

Stock Dividend — 

Net Working Capital at End of Year $178,580,000 

Cash and Government Securities at End of 
Year: 

Available for general purposes $56,714,000 

For federal income taxes $60,000,000 

Long Term Debt at End of Year $137,118,000 

Capital Expenditures $236,940,000 


$1,269,551,000 

$115,407,000 

$4.20 

$1.50 

2% 

$191,695,000 


$88,613,000 

$64,000,000 

$143,205,000 

$237,712,000 


OPERATING 


Number of Wells Drilled 

996 

Net Crude Oil Produced—Barrels 

97,694,000 

Crude Oil Intake — Barrels 

157,262,000 

Refined Products Sold — Barrels 

178,763,000 

Chemical Products Sold — Short Tons 

732,000 

Number of Employees at End of Year 

35,275 

Salaries and Wages Paid 

$199,022,000 


"Based on shares outstanding December 31, 1954. 


1,002 

104,268,000 

150,371,000 

174,349,000 

688,000 

34,660 

$187,447,000 
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Report for the Year 1954 


March 16, 1955 


To the Shareholders 

O N behalf of the Board of Directors, we take 
pleasure in submitting this report on the affairs 
of Shell Oil Company and its subsidiaries for the 
year 1954. 

The year under review again recorded new 
high levels of activity. Sales volumes and manufac¬ 
turing operations reached all-time highs, while cor¬ 
porate assets passed the billion dollar mark for the 
first time. Consolidated net income after taxes for 
1954 was $121,127,000, equal to $4.41 a share on 
27,480,076 shares outstanding at the year-end, and 
surpassed the former record of $115,407,000 set in 
1953, which was equivalent to $4.20 a share on the 
same number of shares. The reduction in crude oil 
production allowables by state regulatory bodies had 
an adverse effect upon earnings, although in fact 
there was an increase in your Company’s potential 
producing capacity. The lower rate of production 
necessitated increased purchases of crude oil com¬ 
mensurate with expanding refinery operations. Dur¬ 
ing the second half of the year, this factor signifi¬ 
cantly depressed earnings, which were $5,745,000 
below the earnings for the first half. Charges 


for depreciation, depletion, amortization, and other 
write-offs were also higher in that period. 

Following the two-for-one stock split in April, 
1954, your Company increased its quarterly divi¬ 
dend payment to fifty cents per share on the new 
shares. The cash dividends paid in 1954 thus 
amounted to $51,525,000, as compared with 
$40,614,000 paid in 1953, and exceeded the amount 
paid in any previous year. 

Capital expenditures in 1954 totaled $236,- 
940,000. These outlays represent the cost of ex¬ 
ploring for and developing additional crude oil 
production (62%), expanding and improving re¬ 
fineries and chemical plants (28%), adding to 
pipe lines and other transportation facilities (4%), 
and modernizing and adding to marketing outlets 
(6%). Expenditures for oil and gas leases were 
particularly heavy during the year due to the ac¬ 
quisition of considerable Gulf Coast offshore acreage, 
which is further referred to later in this report. The 
large postwar capital expenditure program has made 
it possible for your Company to keep pace with 
both the industry-wide expansion and the increasing 


[ 5 ] 








public acceptance of its products. Effects of these 
investments may be measured by the 197% and 
249% increases, respectively, in 1954 sales revenue 
and net income over those of 1946. It is expected 
that the level of capital expenditures in 1955 will 
be about the same as last year, but should decline 
in 1956. 

At the end of 1954, net working capital, that is 
the amount by which current assets exceed current 
liabilities, amounted to $178,580,000, a decrease of 
$13,115,000 from December 31, 1953. It will be 
noted from the financial statements that cash and 
Government securities, after funding the current 
year’s Federal tax provision, totaled $56,714,000, as 
compared with $88,613,000 at the beginning of the 
year. This decline in cash position resulted from the 
heavy capital outlays, particularly for offshore leases, 
during the year. 

On February 15, 1955, your Company borrowed 
$75,000,000 from five New York banks on a 5-year 
3% note, repayable in three equal annual install¬ 
ments starting at the end of three years. These 
funds will be used for the completion of the refinery 

EARNINGS and DIVIDENDS* 

MILLIONS OF DOLLARS 


S125 



* Doet not include 2% itock dividend distributed in 1953 


at Anacortes, Washington, the anticipated purchase 
from the U. S. Government of synthetic rubber 
plants at Torrance, California, and to provide ad¬ 
ditional working capital. 

For a number of years your Company has owned 
approximately 50% of the outstanding capital stock 
of Shell American Petroleum Company which dis¬ 
tributes Shell products in the northwest quarter 
of the State of Indiana. In view of the importance 
of Shell American’s marketing properties, it was 
considered desirable to acquire the balance of its 
outstanding capital stock. This was accomplished 
by an agreement entered into on July 13, 1954 
to acquire such stock in exchange for 53,000 
shares of the authorized and unissued common stock 
of your Company which, based on the quoted mar¬ 
ket at that date, had a value of $2,411,500. The 
exchange was contingent upon the obtaining of a 
satisfactory tax ruling by the Internal Revenue Serv¬ 
ice which delayed consummation of the exchange 
until January 13, 1955, whereupon Shell American 
Petroleum Company became a wholly owned sub¬ 
sidiary of your Company. 

For business generally, 1954 was a year of read¬ 
justment brought about by a curtailment of Federal 
Government expenditures and a general reduction 
in business inventories, which by the third quarter 
of 1953 had reached very high levels. Primarily as 
a result of these two influences. Gross National 
Product for 1954 declined by approximately 2% to 
$357 billion, while the Industrial Production Index 
fell 6.7% to 125 (1947-1949 = 100). 

The Oil Industry entered the year 1954 with ex¬ 
cess inventories in both crude oil and refined prod¬ 
ucts. Restricted crude oil production, coupled with 
restraint on the part of the industry regarding the 
utilization of excess refining capacity, resulted in 
bringing inventories more into line with demand. 

Total domestic production of crude oil in 1954 
averaged 6,346,000 barrels per day, or 112,000 
barrels per day less than the previous year, and re¬ 
finery runs showed a drop of 43,000 barrels per day. 
As a result, total stocks of crude oil and refined 
products declined at the rate of 29,000 barrels 
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CAPITAL EXPENDITURES 
and WRITE-OFFS* 

MILLIONS OF DOLLARS 


$250 



* Write-offs refers to depletion, depreciation, amortization, etc. 


per day during the year, whereas in 1953 they 
had increased at the rate of 148,000 barrels per 
day. While the decline in crude oil allowable 
production was onerous to your Company, it did 
result in reducing industry crude oil stocks to a 
level in keeping with demand. The burdensome 
gasoline supply position also tended downwards. 
While gasoline stocks on April 1, 1954 were some 
20 million barrels higher than at the same date 
a year before, they ended the year 2.5 million 
barrels lower than at the end of 1953, which, on 
the basis of days’ supply, represented a decrease 
from 50 to 47 days. 

Total demand (i.e. domestic plus export) for all 
oils averaged 8,108,000 barrels per day in 1954, 
a gain of 76,000 barrels per day or only about 1% 
over 1953. Domestic demand alone increased 1.7% 
in the aggregate, with gasoline showing a 2.5% gain, 
the smallest in any year since the war. The shift of 
military demand towards jet fuels had an appreciable 
adverse effect on this, while on the whole the civilian 
motor fuel demand held up well as compared with 
the economy in general. With the improvement in 


outlook for business conditions prevailing at the 
end of 1954, it is anticipated that overall demand 
for gasoline in 1955 will show an improvement over 
last year of perhaps as much as 5%. 

Exploration and 

Production 

Y our company continued its vigorous explora¬ 
tion activities in 1954. Exploratory drilling was 
increased over the previous year, and acquisition of 
leases on attractive undeveloped lands reached a 
new high. 

The legislation enacted by Congress in 1953, re¬ 
opening offshore territory for oil development, re¬ 
sulted in five offerings of oil and gas leases on a 
sealed bid basis, three by the State and one by the 
Federal Government in Louisiana waters, and one 
Federal Government offering in Texas waters. Your 
Company was successful in its bids for some 83,500 
net acres at the Louisiana sales, against stiff com¬ 
petition. Exploratory drilling has been started on 
several of the new properties, and the first test 
completed on a jointly leased State tract near the 
Main Pass Block 69 field resulted in an excellent 
discovery. A good discovery has also been completed 
on a wholly leased tract of South Pass Block 6. An 
aggressive exploratory drilling policy will be pursued 
on other offshore tracts in 1955. As a result of the 
past year's efforts in the offshore waters, your Com¬ 
pany now has an important stake in this very promis¬ 
ing oil province. During January 1955, overall 
production from wells in the offshore waters of the 
Louisiana Gulf was at a rate of 51,500 barrels per 
day, of which your Company’s share was 17,200 bar¬ 
rels per day. Most of this production is in relatively 
shallow water where drilling and production costs 
are not unduly high. 

Your Company drilled 211 exploratory wells 
during the year, of which 51 were completed as 
producing oil or gas wells. The most significant 
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discoveries, in addition to the wells mentioned above, 
were in the Louisiana offshore waters at South Pass 
Block 27 and Eugene Island Block 18, and at a 
partnership well at West Delta Block 30. These wells 
are located on tracts leased prior to the United States 
Supreme Court decision of 1948, which suspended 
operations in the Gulf of Mexico until the new 
legislation was enacted in 1953, whereby the leases 
were confirmed. Two discoveries which aroused 
great interest were in Railroad Valley, Nevada, 
which added a new name to the list of oil produc¬ 
ing states, and at Desert Creek in southeastern Utah. 
Further drilling will be required to determine their 
commercial value. 

In common with the rest of the Oil Industry, your 
Company’s production and development drilling 
activities declined from the record year of 1953. 
The decline is attributable to the lower domestic 
crude oil demand which led to curtailment of pro¬ 
duction by the controlling state regulatory bodies. 
The resultant average net crude oil production dur¬ 
ing 1954 was 268,000 barrels daily compared with 
286,000 barrels daily in 1953. On the basis of the 
allowables that prevailed during 1953, it is estimated 
that your Company's daily production in 1954 would 
have been about 300,000 barrels per day, after tak¬ 
ing into account the natural decline in production of 
wells already drilled, and the fact that some heavy 
oil production in California was voluntarily shut in 
due to local oversupply of this material. The num¬ 
ber of development wells completed during 1954 
totaled 785, which included 720 oil or gas produc¬ 
ing wells and 65 unsuccessful wells. The comparable 
figures for 1953 are 849 total wells, 797 producers, 
and 52 non-producers. 

From time to time your Company has published 
a figure for its underground reserve of crude oil, 
the first since World War II being as of January 1, 
1946 when the overall crude oil reserves were 
placed at 745,516,000 barrels net (i.e. after deduc¬ 
tion of partnership and royalty interest held by 
others), and again as of January 1, 1950 when the 
reserves were placed at 833,000,000 barrels net. 
On the basis of the estimates of your Company’s 


TAXES 

MILLIONS OF DOLLARS 

$350 



TAXES COLLECTED 
$50 FROM CUSTOMERS 

FOR GOVERNMENT AGENCIES 
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engineers, the crude oil reserves underground now 
amount to 1,250,000,000 barrels net. 

The foregoing reflects a continued improvement 
in the crude oil reserve position, as the increase 
in reserves during the last mentioned five year 
period is arrived at after deducting the aggregate 
production during that period of 456,498,000 bar¬ 
rels net. These additions resulted from the discov¬ 
eries mentioned above and in prior Annual Reports, 
from extensions to existing fields, and from revisions 
in the estimate of reserves in previously discov¬ 
ered fields. The more important extensions in 1954 
occurred in the following fields: South Pass Block 
24, Main Pass Block 35 and Main Pass Block 69, 
all three in the Gulf waters off the Louisiana Coast; 
Russell in West Texas; Cabin Creek and Pine in 
the Williston Basin in Montana; and Ventura in 
California. 

To insure prompt exploration by drilling and 
development of the acquired offshore leases, long 
term contracts have been made for the services 
of three new large mobile offshore drilling rigs. Shell 
has played a leading part in encouraging the de- 
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velopment of this type of equipment. The first of 
these units put into use completed five successful 
wells in less than six months. 

Production of natural gas and volatile products 
extracted from natural gas continued to increase. 
Gasoline plant facilities placed on stream during 
the year included additions to the Elk City, Ventura, 
Brea, Dillard, and Wasson plants. New facilities for 
handling gas were placed in operation in the Burt- 
ville Field of Louisiana and in the Walker and Mt. 
Hope fields of Colorado. 

No major gas sales contracts were negotiated dur¬ 
ing the year, but the effect of sales negotiated in 

1953 from the Keyes Dome Field in Oklahoma and 
from the Sheridan Plant in Texas is reflected in 

1954 operating results. 

A significant percentage of your Company’s 
natural gas is sold in interstate commerce. The 
realization from sales of natural gas in interstate 
commerce and the prospects for additional sales are 
threatened by a recent decision of the United States 
Supreme Court, under which it was held that the 
Natural Gas Act of 1938 authorized the Federal 
Power Commission to regulate producers' field prices 
on sales of gas to lines for interstate movement and 
eventual resale. Pursuant to this mandate, the Fed¬ 
eral Power Commission has issued an order whereby 
it extends its jurisdiction over sales by producers 
whose natural gas is moved in interstate commerce 
for resale. Your Directors consider it most important 
that legislation be enacted which will permit the 
sale of gas by producers in free competition with 
other producers without control by the Federal 
Power Commission. 

In Canada, in a joint venture with a subsidiary 
of Canadian Shell Limited, exploration was continued 
aggressively and, as a result of this work, large tracts 
of acreage in promising areas were acquired, some 
of which will be tested in the near future. Additional 
Crown land was purchased in the Fenn-North Big 
Valley field (formerly known as Caprona) and also 
in the Sturgeon Lake area. Active drilling progressed 
in both of these areas. As a result of appraisal 
drilling in the Midale area of southeast Saskatche- 


CRUDE OIL PRODUCTION 
and REFINERY INTAKE* 

THOUSANDS OF BARRELS PER DAY 
500 

| Crude Oil Production 



* Figures within columns represent per cent production to intoke 

wan, it appears that this field, which was discovered 
in 1953, may be extensive; development has been 
retarded by lack of an adequate market for the 
production, but it is hoped that this situation will 
improve. In the foothills area, west of Calgary, an 
important discovery of gas was made at Sarcee. 
Further drilling in the Olds gas field indicated that 
the reserves may be substantial. Returns from these 
gas fields will be deferred until additional markets 
are developed through the projected Trans-Canada 
and Alberta Trunk gas lines. 

Manufactu ritig 

D uring 1954, crude oil runs to distilling units 
at your Company's five refineries totaled 
157,262,000 barrels, representing an increase of 
6,891,000 barrels or 5% over 1953. 

The program of major refinery expansion started 
in 1951 at the Wood River and Norco Refineries 
was completed during 1954. 
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The crude oil processing capacity of the Norco 
Refinery was raised by 50% to 75,000 barrels per 
day. The new plants placed in operation shortly 
after midyear included a crude oil distillation unit, 
a large catalytic cracking unit with feed preparation 
and gas recovery facilities, alkylation and catalytic 
polymerization units, and auxiliaries such as utilities, 
tankage, and treating and shipping facilities. 

Several new units were completed and placed in 
operation at the Wood River Refinery. These in¬ 
cluded a catalytic reforming unit, an alkylation unit, 
and a vacuum flashing unit for the preparation of 
catalytic cracking unit feed, as well as polymerization 
unit extensions. 

A catalytic reforming unit at the Martinez Re¬ 
finery was completed and placed in operation about 
midyear. 

Construction of the new refinery at Anacortes, 
Washington, has progressed satisfactorily. The 
process units to be installed at Anacortes include 
crude oil distillation, catalytic reforming, catalytic 
cracking with feed preparation, gas recovery and 
polymerization units. The catalytic cracking unit is 
of new design arising from Shell research in this 
field and is considered a major advance over pres¬ 
ent day designs. Initial operation is scheduled for 
September 1955 and completion of all units for No¬ 
vember 1955. The design intake capacity is 50,000 
barrels per day. 

A major development was the introduction in 
July of the new X-100 Motor Oil Premium 10W/30. 
This carefully balanced motor oil assures unsur¬ 
passed engine lubrication under all driving conditions 
and during all seasons. Other advances have been 
made in industrial oils and grease products primarily 
aimed at improving high temperature performances 
and corrosion protective properties. 

Transportation 

F urther steps to increase efficiency and to re¬ 
duce transportation costs were taken during 


the past year. A new 18,000-ton tanker came into 
service under a 20-year contract of affreightment 
during 1954, two sister ships having been put in 
service in 1953. Arrangements were made for the 
movement by ocean-going barge of asphalt from 
Portland, Oregon, to Anchorage, Alaska. 

Experimental linings of EPON resin, a product of 
Shell Chemical Corporation, have been installed in 
a number of tank cars. Excellent results in maintain¬ 
ing product quality and improving car-use flexibility 
have been achieved, while cleaning of cars is greatly 
simplified and the cost is reduced. 

Inland Corporation, a pipe line company operat¬ 
ing in Ohio, in which your Company owns approxi¬ 
mately 44% interest, has a $2,500,000 expansion 
program under way whereby pipe line capacity from 
Lima into Columbus will be increased by 6,500 
barrels a day, and into Dayton by 10,500 barrels 
a day, by addition of new pumping stations. Capac¬ 
ity between Lima and Toledo will be increased 
45,000 barrels a day by construction of a new ten- 
inch line paralleling the existing line. 

To keep pace with the continuing growth of busi¬ 
ness in the South, the Plantation Pipe Line Com¬ 
pany, in which your Company owns approximately 
24% interest, increased its main line capacity 
between Baton Rouge, Louisiana, and Atlanta, 
Georgia, by about 18,500 barrels a day through the 
addition of pumps at existing stations. The Planta¬ 
tion system handled about 200,000 barrels a day of 
products for fourteen shippers. 

Arrangements have been completed whereby your 
Company's terminal at Geneva, New York, will be 
connected to the new Buckeye Eastern Products Pipe 
Line System. The movement of products through 
this system from New York Harbor to Geneva will 
provide economical year-round transportation to re¬ 
place the present barge movement that must be in¬ 
terrupted every winter because of ice in the New 
York State Barge Canal. 

As a result of continued growth in your Com¬ 
pany’s sales, tankage at terminals was increased by 
1,200,000 barrels during the year, and a new 92,000 
barrel terminal for automotive gasoline is under 
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construction at Cincinnati, Ohio. Docking arrange¬ 
ments at certain marine terminals were improved, 
and a total of approximately 125 acres of land was 
purchased during the year at various terminals to 
permit further expansion. The two underground 
storage cavities, commonly called “salt jugs”, in 
the Wasson field in West Texas, mentioned in 
the 1953 report, were increased in capacity from 
100,000 and 70,000 barrels to 130,000 and 160,000 
barrels, respectively. Also, a new 15,000 barrel 
underground cavity was leached from a salt bed 
located at the Elk City plant in Western Okla¬ 
homa. All three of these “salt jugs” provide storage 
for propane during the spring and summer seasons, 
allowing it to be accumulated to meet the increased 
winter demand for liquefied petroleum gas. 

Marketing 

A s mentioned earlier in this report, the rate of 
. increase in demand for refined oil products ex¬ 
perienced in 1954 was well below recent years; in 
addition, supplies were generally on the excessive 
side. These two circumstances combined to make 
the year 1954 an exceedingly competitive one. In 
the case of gasoline, competition was particularly 
intense as other marketers sought to counteract your 
Company’s very successful introduction in 1953 of 
Shell Premium gasoline with TCP additive. It is 
therefore gratifying to report that despite the de¬ 
termined efforts of competition to recapture lost 
trade, your Company has been successful in pre¬ 
serving a major part of the gain which the initial 
momentum of the introduction of TCP secured. 
Towards the end of the year, it was deemed desirable 
to extend the addition of TCP to the regular or 
Housebrand grade of Shell gasoline. 

Sales of heating oils continued to improve, reflect¬ 
ing the growth in number of oil burner installations 
and the colder weather experienced as compared 
with 1953. It is of interest to mention that Sonitor, 
the corrosion inhibitor developed by Shell research, 


has now been in use for three years and, as a result, 
deterioration of customers’ tanks due to corrosion 
has been virtually eliminated. Sales of diesel fuels to 
railroads declined in 1954 as the carriers themselves 
experienced reductions in freight car loadings and 
consequent curtailment of traffic. Asphalt sales in¬ 
creased at a rate consistent with the growth in over¬ 
all demand. In this connection, the trend for both 
new highway construction and modernization has 
been toward asphalt surfacing. The arrangement for 
shipping asphalt in bulk to Alaska, mentioned 
previously, is significant in view of the importance 
of road and airfield development in that Territory. 

During the year, your Company continued to add 
to and modernize plants and other physical facilities 
in order to improve sales operations and lower costs. 
329 new service stations have been built, and an 
additional 220 have been rebuilt or modernized. 
Particular attention has also been given to the train¬ 
ing of sales personnel through the extension of train¬ 
ing courses. 

Shell Pipe Line 

Corporation 

T he year 1954 was one of consolidation and re¬ 
adjustment with no major projects being under¬ 
taken, although there were some minor extensions to 
the system as well as the purchase and sale of facili¬ 
ties where this was desirable in the interest of im¬ 
proving the corporation’s services and operations. 
Overall throughputs, calculated on a barrel-mile 
basis, increased approximately 6%. 

The principal changes to the system during the 
year were as follows: 

(1) Construction of 70 miles of 8-inch pipe line 
from Hope, Texas, to Brookshire, Texas, to 
complete a pipe line link between the Helen 
Gohlke Field and the Houston Refinery. 

(2) Construction of 35 miles of 12-inch pipe line 
in Montana for delivering the production 


[ 11 ] 









from the Pine and Cabin Creek Fields to a 
tank car loading rack at Glendive. 

(3) Construction of 23 miles of 6-inch pipe line 
to connect the Quito Field in the Delaware 
Basin of West Texas, an area which also 
holds promise for other developments, to the 
terminal at Wink, Texas. 

(4) Two purchases, one of 45 miles of 6-inch 
pipe line and the other of 27 miles of 8-inch 
pipe line in the northern area of West Texas, 
which gave access to additional crude con¬ 
nections and increased the corporation's de¬ 
livery capacity from this important oil pro¬ 
ducing region. 

(5) The sale of certain gathering and trunk line 
facilities in Kansas, which had become un¬ 
profitable in the light of your Company’s 
overall operations. 

Shell Chemical 

Corporation 

I n February 1954, Shell Chemical Corporation 
marked its silver anniversary with the completion 
of twenty-five years of growth since its inception in 
1929. 

Sales of chemical products in 1954 surpassed all 
previous years with the establishment of new record 
highs for both volume and revenue. Agricultural 
chemicals, resins and plastics contributed the largest 
percentages of increase over 1953. Although the 
level of business in 1954 was the highest in the cor¬ 
poration’s history, keen competition developed dur¬ 
ing the year in the chemical field due to overproduc¬ 
tion of many products by the industry as a whole. 
This situation will no doubt continue during 1955 
as long as excess production capacities remain 
available. 

After the first quarter, demand for glycerine im¬ 
proved steadily and continued at a high level 
throughout the remainder of the year, making glyc¬ 


erine sales volume in 1954 the highest of any year. 
Construction of the new plant at Norco, Louisiana, 
to expand glycerine manufacturing capacity has pro¬ 
ceeded satisfactorily with completion expected about 
mid-1955. 

On account of the increasing activity in the fer¬ 
tilizer and industrial ammonia markets, and with the 
completion of the new plant at Ventura, California, 
an Ammonia Division with headquarters in San 
Francisco was formed to integrate the manufacturing, 
distribution, and marketing of the corporation’s am¬ 
monia business under one management. Improved 
service to ammonia customers in the Pacific North¬ 
west was brought about during 1954 by arranging 
for ocean and river barge transportation facilities 
to move anhydrous ammonia in bulk from the Shell 
Point Plant at Pittsburg, California, to new storage 
facilities provided at Portland, Oregon, and at 
Pasco, Washington. 

Increased domestic sales of agricultural chemicals 
in 1954 were due in large measure to long range 
market development programs initiated in prior 
years that have led to wider use of the corporation’s 
products on the farm. Sales were also aided by ex¬ 
tended label acceptance by the United States Depart¬ 
ment of Agriculture, permitting new uses for the 
chemicals. Export sales for these products also 
increased this year, indicating greater world-wide 
recognition of the value of the corporation’s basic 
insecticides. The expanding demand for the new 
insecticide, Endrin, has necessitated the enlargement 
of manufacturing facilities at Denver, Colorado. 
These extensions are expected to be completed in 
mid-1955. 

Continued increase in demand for EPON resins 
required an increase in manufacturing capacity at 
the Houston Chemical Plant. Completion of this 
unit is expected in 1955. 

During the early part of the year the plant facili¬ 
ties of Lac Chemicals, Inc., alcohol producers, lo¬ 
cated in Culver City, California, were purchased. 
These facilities for compounding denatured alcohol 
and proprietary solvents enable Shell Chemical Cor¬ 
poration to provide better service for its Pacific 







Coast customers; the Culver City Plant comple¬ 
ments other installations at Chicago, Illinois; Hous¬ 
ton, Texas; and Scwaren, New Jersey. 

The corporation signed a contract with the Rub¬ 
ber Producing Facilities Disposal Commission in 
December 1954 for purchase of government syn¬ 
thetic rubber facilities located in Los Angeles 
County, California. The report of the Commission 
recommending the sale was submitted on January 
24, 1955 to Congress which has sixty legislative 
days for review. The facilities include the butadiene 
plant which Shell Chemical Corporation has been 
operating for the Government, a styrene plant, and 
a copolymer plant for the manufacture of a range of 
synthetic rubbers based on these two major raw 
materials. 

She II Development 


A t year-end, programs were under way to pro- 
. vide additional facilities for the Exploration 
and Production Research Division at Houston, 
Texas, and the Emeryville Research Center in Cali¬ 
fornia. At Houston a new building is being erected 
on the property immediately adjoining the labora¬ 
tories. This will be occupied by the Exploration and 
Production Research Division of Shell Development 
Company, and Shell Oil Company's Technical Serv¬ 
ices Division. At Emeryville, buildings and property 
immediately adjoining the laboratories were pur¬ 
chased which will provide, after remodeling, for 
about 50% increase in the available laboratory 
space. 

A few highlights of the research programs may 
be of interest. 

At the Emeryville Research Center, there was 
continued success in the study of engine fuel and 
lubricant requirements. Effective use of additives 
in oil has been aided by better knowledge of base 
stock composition and behavior. New industrial 


greases, gear oils, and metal-working lubricants, 
based on Shell developed additives, were brought 
closer to commercial realization. Advances were 
made in the understanding of factors contributing 
to asphalt durability. Means for transporting very 
heavy crude oil more efficiently were in an advanced 
stage of development, following successful trials in 
full-scale pipe lines. 

In the catalytic cracking process, laboratory and 
plant-scale studies of catalyst changes during use 
are designed to improve process efficiency and prod¬ 
uct quality. One new cracking catalyst, Shell 311, 
was successfully brought through final experimental 
stages into commercial use. 

Application of the successful EPON resins was 
further extended by developing new monomers 
and additional curing agents. Exploratory studies 
of completely new types of resinformers from Shell 
raw materials have shown promise. New processes 
for the synthesis of several basic chemicals are in 
advanced stages of development. 

There were numerous advances in analytical and 
instrumentation techniques and the development of 
automatic controls. A second electronic digital 
computer of greatly improved speed and capacity 
and a larger analog computer were added to the 
Numerics Laboratory. The use of radioactive 
materials and sources of radiation has increased to 
the point that a new Radiation Laboratory building 
at Emeryville is planned for construction in 1955. 

In the Exploration and Production Research 
Division in Houston, progress continued in the de¬ 
velopment of better procedures for finding petroleum 
deposits and more efficient and economical methods 
for recovering them from the earth. Fundamental in¬ 
vestigations of the flow of fluids in reservoir rocks 
as well as reservoir engineering and well productivity 
studies also played an important role in this program 
to achieve maximum recovery under the most 
economical conditions. Study of these and other 
problems has been accelerated by the installation 
and every-day use of an electronic digital computer. 

New core orientation techniques applicable to the 
prediction of reservoir trends were further developed 
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during the past year. Theoretical and experimental 
studies of plastic deformation of sedimentary rocks 
are contributing new knowledge about the genesis 
of structural traps and of the effect of subsurface 
environment on rocks. Studies to determine the 
usefulness of thermoluminescence in zoning and 
correlating carbonate rocks and in the determination 
of age of minerals were continued, and the results 
obtained thus far are very encouraging. 

A new building for the Radiation Laboratory was 
completed and occupied during the year. In addition 
to other sources of radiation, this houses a multi¬ 
million volt Van de Graaff particle accelerator. 

The Agricultural Research Division, with labora¬ 
tories at Denver, Colorado, and Modesto, California, 
continued its basic program of synthesizing and 
studying new chemicals for pest control. A number of 
new materials with potentially useful properties as 
insecticides, fungicides, herbicides and soil fumigants 
were found. Several others, which had previously 
given superior results in laboratory tests, were field- 
tested on a fairly extensive scale and continued to 
show commercial promise. 

Shell Oil Company 
oj Canada, Limited 

T he Canadian economy as a whole continued to 
expand throughout 1954, though the rate of 
expansion moderated in some industries. This con¬ 
dition extended to the Oil Industry, and overall 
consumption of oil products did not increase as 
much as expected. Competition was intensified in 
all phases of marketing, and prices tended to soften 
toward the end of the year. The volume of oil 
products sold by Shell of Canada, however, exceeded 
any prior year's sales. In July, TCP, which until 
then had been available only in Premium gasoline, 
was added to the regular grade; and to keep pace 
with growing competition, new service stations and 
other distribution facilities have been added. 


At Montreal Refinery, throughput increased sub¬ 
stantially and work has commenced on a program 
to enlarge the catalytic cracking, vacuum flashing, 
and gas recovery units, with completion scheduled 
for mid-1955. The volume of crude oil processed at 
the Vancouver Refinery was approximately double 
that of the previous year, reflecting the process ex¬ 
tensions completed early in 1954. 

The continued increase in local demand for 
isopropyl alcohol and acetone enabled the Montreal 
Chemical Plant to operate at maximum capacity. 
This condition is expected to continue throughout 
1955. 

Outstep drilling in the Jumping Pound gas field 
in Alberta continued successfully throughout the 
year, establishing greatly increased reserves in the 
area. Additions to the gas plant have been com¬ 
pleted, raising processing capacity from 35 to 70 
million cubic feet of gas daily. Additions are also 
being made to the sulphur extraction plant, which 
will enable the unit to produce 80 tons of sulphur 
per day, more than double its former capacity. 
Under a sales contract with a uranium mining com¬ 
pany, the additional sulphur production will be 
shipped to Lake Athabaska and converted to sul¬ 
phuric acid, used in a leaching process in the treat¬ 
ment of uranium ores. 

Trans Mountain Oil Pipe Line, which operates 
between Edmonton, Alberta, and Vancouver, B. C., 
completed construction of a spur from Sumas, B. C. 
to Bellingham, in the State of Washington, to supply 
crude oil to a new refinery located there. In 1955 
this spur will be extended to supply your Company’s 
refinery now building at Anacortes, Washington. In 
Eastern Canada, Trans-Northern Pipe Line, carrying 
petroleum products from the refining center at 
Montreal to the important markets in the Province 
of Ontario, operated at full capacity. The Portland- 
Montreal crude oil pipe line completed four new 
intermediate pump stations. Shell Oil Company of 
Canada holds varying interests in these three pipe 
line systems. 

On the Great Lakes, vessels of Shell Canadian 
Tankers, Limited, have been fully occupied. On the 
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British Columbia coast, barge tonnage requirements 
have continued to increase and have been covered 
by additional chartered vessels. Three T-2 tankers 
and one 28,000-ton chartered tanker operated in 
the transportation of crude oil for the Montreal 
Refinery. 

Employee Relations 

R eflecting the continued growth of your Com¬ 
pany’s operations, employment reached a new 
high in 1954. At the year-end the number of em¬ 
ployees on the payroll was 35,275 or 2% more than 
at the beginning of the year. Although the general 
level of wages and salaries remained relatively stable 
in 1954, the total amount of such payments rose 
to $199,022,000, or 6% over 1953. This increase 
was largely a reflection of increased employment 
and the general adjustment granted in mid-1953 
which was in effect for the entire year 1954. 

During 1954, 320 employees were retired on 


pension under the provisions of the company Pen¬ 
sion Plan, making a total of 3,414 pensioners retired 
under this plan since its adoption in 1938. At the 
year-end, 585 employees were on Military Leave 
of Absence. 

Directorate and 

Executive 

I T is with deep regret that your Directors record 
the death of their colleague, Mr. Lewis E. Pierson, 
which occurred on November 10, 1954. Mr. Pierson 
had been a Director for fifteen years and his able 
advice and counsel will be greatly missed. 

Mr. P. E. Lakin, Vice President and Director, 
retired on March 31, 1954. Mr. Lakin had com¬ 
pleted 39 years of service, most of which had been 
spent in the marketing phases of the Company’s 
operations. He had been a Director for five years, 
and during this time had also been the Company’s 
senior representative on the Pacific Coast. Mr. T. E. 
Swigart, President of Shell Pipe Line Corporation, 
retired on October 1, 1954. Mr. Swigart's 30 years 
of service had been spent in the exploration and 
production and pipe line phases of the Company’s 
operations. Your Directors wish to express their 
great appreciation of the valuable services rendered 
by these two Officers, and to wish them much happi¬ 
ness in their retirement. 

Mr. E. C. Peet was elected a Director to fill the 
vacancy resulting from Mr. Lakin’s retirement. 

Mr. Joe T. Dickerson succeeded Mr. Swigart as 
President of Shell Pipe Line Corporation. Mr. Dick¬ 
erson joined the Company in 1927, and following 
several years in the legal phases of your Company's 
operations with a three year interval of wartime serv¬ 
ice with the Army Air Corps, he had been latterly 
Vice President of Shell Oil Company in charge of 
Exploration and Production in West Texas and New 
Mexico with headquarters in Midland, Texas. Mr. 
J. E. Clark, formerly Production Manager in the 


[ 17 ] 







Denver Area, was appointed Vice President to 
succeed Mr. Dickerson. 

In October, Mr. J. H. White, who had been Vice 
President and Controller, was appointed Financial 
Vice President and Mr. A. A. Buzzi, formerly As¬ 
sistant Controller, was appointed Controller. 

Conclusion 

We have been privileged again to report continued 
progress and improvement in the affairs of your 


Company, but in doing so we are at all times 
keenly conscious of the fact that none of this would 
have been possible without the loyalty and devotion 
to duty of all the members of the organization. We 
believe you will wish to join your Directors in ex¬ 
pressing appreciation for this continued high level 
of performance. 

For the Board of Directors, 

Francis Hopwood H. S. M. Burns 

Chairman President 
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SHELL 

OIL COMPANY AN 


Statement of Fi 

ASSETS 




December 31, 

December 31, 


1954 

1953 

CURRENT ASSETS: 



Cash . 

$ 36,124,172 

$ 51,721,534 

United States Government short-term securities, at cost, exclu- 



sive of amounts applied in reduction of federal tax liability 

20,590,324 

36,891,590 

Receivables, less allowance for doubtful accounts: 



1954—$3,222,000; 1953—$3,138,000 

115,208,386 

107,274,063 

Owing by affiliated companies 

5,003,978 

6,280,802 

Inventories (Note 2): 



Crude oil, refined and manufactured products 

133,586,061 

128,029,416 

Materials and supplies . 

31.979,415 

31.627,246 

Total Current Assets 

342,492,336 

361,824,651 

INVESTMENTS (Note 3): 



Investments in and advances to affiliated companies, at cost 

36,668,518 

36,148,518 

Other investments, at cost 

4,518,891 

4,510,207 

Total Investments 

41,187,409 

40,658,725 

PROPERTIES, PLANT AND EQUIPMENT, at cost (Note 4) 

1,825,159,054 

1,641,019,795 

Less accumulated depreciation, depletion and amortization 

1,182,902,682 

1,075,650,811 

Net Properties, Plant and Equipment 

642,256,372 

565,368,984 

OTHER ASSETS AND PREPAID EXPENSES: 



Other notes and accounts receivable and sundry deposits 

3,519,032 

3,339,133 

Prepaid insurance, taxes, rentals and other expenses 

12,431,004 

13,397,517 

Total Other Assets and Prepaid Expenses 

15,950,036 

16,736,650 

TOTALS 

$1,041,886,153 

$ 984,589,010 
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UBSIDIARY COMPANIES 

ncial Condition 


LIABILITIES 




December 31, 

December 31, 


1954 

1953 

CURRENT LIABILITIES: 



Accounts payable 

$ 106,534,228 

$ 114,944,653 

Owing to affiliated companies 

2,143,147 

2,719,775 

Long term debt due within one year 

5,887,000 

5,250,000 

Wages, interest and miscellaneous accruals 

14,717,110 

14,493,578 

Estimated federal taxes on income, less U. S. Government 



securities held for payment of taxes: 1954—$60,000,000; 



1953—$64,000,000 

25,917,877 

23,699,230 

Other taxes 

8,713,079 

9,022,465 

Total Current Liabilities 

163,912,441 

170,129,701 

LONG TERM DEBT (Note 5): 



2 x /i% Debentures due 1971 

115,618,000 

116.455,000 

Serial notes due 1956 to 1967 

21.500,000 

26,750,000 

Total Long Term Debt 

137,118,000 

143,205,000 

SHAREHOLDERS’ INVESTMENT 



CAPITAL: 



Common stock (Note 5) 

206,100,570 

206,100.570 

1954 1953 



Shares authorized 40,000,000 20,000,000 



Par value per share $7.50 $15.00 



Shares issued 27,480,076 13,740,038 



Amount in excess of par value 

29,583,688 

29,583,688 

Total Capital 

235.684,258 

235.684.258 

EARNINGS EMPLOYED IN THE BUSINESS: 



Balance at beginning of year 

435,570,051 

380,444,549 

Net income for year 

121.126,546 

115.406,585 


556,696,597 

495,851,134 

Dividends Paid: 



Cash 

51,525,143 

40,613,934 

Stock 

— 

19,667,149 


51,525,143 

60,281,083 

Balance at end of year 

505,171,454 

435,570,051 

TOTALS 

$1,041,886,153 

$ 984,589,010 


See notes to financial statements, pages 23 and 24 
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SHELL OIL COMPANY AND SUBSIDIARY COMPANIES 


Statement oj Income 



Year 

Year 


1954 

1953 

SALES OF PRODUCTS AND OTHER REVENUES 

$1,312,059,959 

$1,269,551,079 

OPERATING CHARGES: 



Costs and expenses (other than those shown below) 

857,974,496 

814,045,326 

Administrative, selling and general expenses 

128,682,016 

131,200,740 


986,656,512 

945,246,066 

Depreciation, amortization, retirements and miscellaneous 



write-offs 

74,464,405 

61,572,558 

Amortization (100%) of intangible development costs 

65,667,083 

79,125,196 

Depletion, amortization and surrenders of oil lands and leases 

15,096,153 

13,139,133 


155,227,641 

153,836,887 

Total Operating Charges 

1,141.884,153 

1,099,082,953 

Income From Operations 

170,175,806 

170,468,126 

OTHER INCOME AND CREDITS 

14,691,086 

12,767,144 

Total Income and Credits 

184,866,892 

183,235,270 

INTEREST ON LONG TERM DEBT 

3,740,346 

3,828,685 

Income Before Federal Income Taxes 

181,126,546 

179,406,585 

ESTIMATED FEDERAL TAXES ON INCOME, including 



$3,600,000 excess profits tax in 1953 

60,000,000 

64.000,000 

NET INCOME FOR THE YEAR 

$ 121,126,546 

$ 115,406,585 


See notes to financial statements, pages 23 and 24 
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Notes to Financial Statements 

FOR THE YEAR 1954 

1. GENERAL: The consolidated financial statements at December 31, 1954, include the accounts 
of all wholly-owned subsidiary companies. 

Intercompany sales and profits of subsidiary companies consolidated have been eliminated in the 
consolidated accounts to the extent considered practicable. 

2. INVENTORIES: As in prior years, the policy has been followed during the year ended 
December 31, 1954, of charging monthly to cost of goods sold the highest of inventory carrying value, 
current cost of production, or purchases. The inventories of crude oil, refined and manufactured products 
are carried at resulting average cost or market, whichever is lower. Inventories of materials and supplies 
are carried at average cost or less. 

3. INVESTMENTS: Investments in and advances to affiliated companies include $28,601,993 
in respect of Shell Oil Company of Canada, Limited, a fifty percent owned Canadian affiliate. 

4. PROPERTIES, PLANT AND EQUIPMENT: A summary of gross book value of properties, 
plant and equipment; related depreciation, depletion and amortization; and net book value, stated in 
thousands of dollars, follows: 





Dec. 31, 


December 31, 1954 


1953 

Gross 

Depreciation, etc. 

Net 

Net 

Book 

Book 

Book 

Value 

Total % 

Value 

Value 


Oil lands and leases 

Tangible development 

Intangible development 

$ 201,488 
258,145 
441,287 

$ 94,506 

150,887 
441,287 

47 

58 

100 

$106,982 

107,258 

$ 75,469 
94,008 

Total properties for oil production 

900,920 

686,680 

76 

214,240 

169,477 

Pipe lines and other transportation facilities 

Oil refineries and chemical plants 

Marketing and miscellaneous 

173,764 

549,667 

162,888 

82,573 

319,603 

94,047 

48 

58 

58 

91,191 

230,064 

68,841 

90,408 

202,289 

65,785 

Land 

1,787,239 

37,920 

1,182,903 

66 

604,336 

37,920 

527,959 

37,410 

TOTALS 

$1,825,159 

$1,182,903 

65 

$642,256 

$565,369 

5. LONG TERM DEBT AND COMMON 

STOCK: 

At December 

31, 

1954, long term debt 

consists of the following: 








Due Within 
One Year 

Due After 
One Year 

Shell Oil Company 



Twenty-five year 2 x /i% debentures due 1971, after deducting $363,000 of 
debentures held in treasury. Annual sinking fund payments of $1,000,000 
are due in 1955, and $5,000,000 in 1956 to 1970, inclusive. (The deben¬ 
tures held in treasury are available for sale to the sinking fund agent) ... 

$ 637,000 

$115,618,000 

Shell Pipe Line Corporation 

1.90% notes payable to banks—payable $2,000,000 in 1955, and $1,000,000 
in 1956 . 

2,000,000 

1,000,000 

2.125% notes payable to banks—payable $750,000 in 1955, $1,750,000 in 
1956, and $3,750,000 in 1957 . 

750,000 

5,500,000 

3.20% notes payable to banks—payable $2,500,000 in each of the years 
1955 to 1957, inclusive 

2,500,000 

5,000,000 

3.30% notes payable to banks and others—payable $1,000,000 in each of 
the years 1958 to 1967, inclusive . 

_ 

10,000,000 


$5,887,000 

$137,118,000 
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In April 1954, the authorized capital of the company was changed from 20,000,000 shares of com¬ 
mon stock with a par value of $15.00 each to 40,000,000 shares of common stock with a par value of 
$7.50 each and a two-for-one stock split was effected. 

See page 6 of the Chairman's and President’s letter regarding the issuance of 53,000 shares of com¬ 
mon stock in January 1955 and the borrowing of $75,000,000 from banks in February 1955. 

6. CONTINGENT LIABILITIES: Shell Oil Company might be required under certain condi¬ 
tions to make payments under guaranty and other contractual arrangements entered into in connection 
with pipeline transportation of crude oil and refined products; the contingent liability under such arrange¬ 
ments does not exceed $13,000,000 at December 31, 1954. 

Neither Shell Oil Company nor any of its subsidiary companies had any contingent liabilities, claims 
or guarantees at December 31, 1954, which, in the judgment of the Management, would result in the 
sustaining of losses which would materially affect their financial positions; nor were there any commit¬ 
ments of material amount under long term lease agreements, except those common to the petroleum 
industry. 


Report oj Independent Public Accountants 


To the Shareholders of Shell Oil Company: 

In our opinion, the accompanying statement of financial condition and related statement of income, 
together with the notes appended thereto, fairly present the consolidated financial position of Shell Oil 
Company and subsidiary companies at December 31, 1954, and the results of their operations for the 
year then ended, in conformity with generally accepted accounting principles applied on a basis con¬ 
sistent with that of the preceding year. Our examination of such financial statements was made in accord¬ 
ance with generally accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

Price Waterhouse & Co. 


New York 
March 10, 1955. 
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SHELL OIL COMPANY AND SUBSIDIARY COMPANIES 


Source and Disposition of Funds 

(Expressed in thousands of dollars) 



Total 

1950-1954 

1954 

1953 

1952 

1951 

1950 

SOURCE OF FUNDS 







Income before federal income taxes 

$ 854,091 

$181,127 

$179,407 

$143,873 

$204,020 

$145,664 

Depreciation, depletion, amortization, 
etc. charged against income 

642,192 

155,228 

153,837 

138,562 

108,168 

86,397 

Long term debt additions or [retire¬ 
ments] . 

[2,804] 

[6,087] 

[6,102] 

17,250 

[2,750] 

[5,115| 


Other items (net) 

4,527 

5,082 

1,024 

2,140 

[2,648] 

[1,071] 

Total 

1,498,006 

335,350 

328,166 

301,825 

306,790 

225,875 

DISPOSITION OF FUNDS 







Capital expenditures: 







Drilling and production 

547,487 

145,736 

133,439 

116,958 

95,788 

55,566 

Pipe lines and other transportation 
facilities 

62,212 

10,262 

9,217 

25,273 

11,859 

5,601 

Oil refineries 

188,413 

55,312 

66,981 

37,796 

14,580 

13,744 

Chemical plants 

44,642 

11,007 

14,677 

10,725 

6,440 

1,793 

Marketing and miscellaneous facili¬ 
ties 

74,175 

14,623 

13,398 

15,389 

17,047 

13,718 


916,929 

236,940 

237,712 

206,141 

145,714 

90,422 

Dividends paid 

213,375 

51,525 

40,614 

40,412 

40,412 

40,412 

For funding of federal income taxes 

336,000 

60,000 

64,000 

53,000 

107,000 

52,000 

Working capital increase or [decrease] 
(excluding cash and government se¬ 
curities) 

23,714 

18,784 

[10,172] 

[5,155] 

18,685 

1,572 

Total 

1,490,018 

367,249 

332,154 

294,398 

311,811 

184,406 

Increase or [decrease] in cash and 
government securities available 
for general purposes 

$ 7,988 

$|3I,899] 

$ [3,988] 

$ 7,427 

$ [5,021] 

S 41,469 

CASH AND GOVERNMENT SECURI¬ 
TIES AT END OF PERIOD 







Available for general purposes 


$ 56,714 

$ 88,613 

$ 92,601 

$ 85,174 

$ 90,195 

For federal income taxes 


60,000 

64,000 

53,000 

107,000 

52,000 

Total 


$116,714 

$152,613 

$145,601 

$192,174 

$142,195 
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SHELL OIL COMPANY AND SUBSIDIARY 

Statistics 

COMPANIES 


1954 


1953 


1952 


1951 

1950 

FINANCIAL 









Sales of products and other revenues: 









Refined products and services 

$1,000,316,000 

$ 

964,952,000 

$ 

872,107,000 

$ 

828,836,000 

$720,130,000 

Chemical products . 

138,809,000 


1 25,811,000 


97,763,000 


97,522,000 

70,474,000 

Crude oil . 

172,935,000 


178,788,000 


172,762,000 


146,076,000 

124,725,000 

Total . 

$1,312,060,000 

$1,269,551,000 

$1,142,632,000 

$1,072,434,000 

$915,329,000 

Net income 

$ 121,127,000 

$ 

115,407,000 

$ 

90,873,000 

$ 

97,020,000 

$ 94,186,000 

Net income per share* 

S4.41 


$4.20 


$3.31 


$3.53 

$3.43 

Dividends paid per share* 

$1,871/2 

$1.50t 


$1.50 


$1.50 

$1.50 

Direct taxes—federal, state and local 

$ 100,995,000 

$ 

102,112,000 

$ 

89,730,000 

$ 

140,885,000 

$ 82,849,000 

Taxes collected from customers for govern- 









ment agencies. 

$ 210,028,000 

$ 

203,490,000 

$ 

176,568,000 

$ 

150,230,000 

$134,047,000 

Capital expenditures . 

$ 236,940,000 

$ 

237,712,000 

$ 

206,141,000 

$ 

145,714,000 

$ 90,422,000 

GENERAL 









Shareholders 

18,669 


17,647 


17,563 


17,743 

17,541 

Dividends paid. 

$ 51,525,000 

$ 

40,614,0001 

$ 

40,412,000 

$ 

40,412,000 

$ 40,412,000 

Employees . 

35,275 


34,660 


33,583 


31,319 

30,305 

Salaries and wages paid 

$ 199,022,000 

$ 

187,447,000 

$ 

170,141,000 

$ 

151,637,000 

$135,997,000 

Company payments to provident fund and 









pension plan 

$ 32,586,000 

$ 

30,258,000 

$ 

26,375,000 

$ 

23,539,000 

$ 20,369,000 

EXPLORATION AND PRODUCTION 









Net crude oil produced (daily average 









barrels) 

268,000 


286,000 


263,000 


236,000 

198,000 

Net crude oil produced (barrels). 

97,694,000 


104,268,000 


96,099,000 


86,221,000 

72,216,000 

Crude oil purchased (barrels) 

126,464,000 


117,173,000 


113,331,000 


116,475,000 

105,905,000 

Crude oil sold (barrels) 

60,761,000 


64,731,000 


66,086,000 


56,226,000 

47,942,000 

Natural gas produced (million cubic feet) 

340,040 


316,362 


266,515 


229,391 

156,116 

Wells drilled—oil 

703 


755 


672 


447 

310 

Wells drilled—gas 

68 


79 


36 


34 

31 

Wells drilled—dry holes 

225 


168 


138 


92 

52 

PIPE LINES 









Trunk pipe line mileage— 









crude oil (incl. partly-owned) 

4,828 


4,788 


4,644 


4,686 

4,645 

Trunk pipe line mileage— 









products (incl. partly-owned) 

4,023 


3,986 


3,587 


3,609 

2,965 

Gathering pipe line mileage—crude oil 

1,978 


1,932 


1,821 


1,775 

1,620 

Crude oil transported (barrels) 

172,642,000 


178,872,000 


174,622,000 


173,095,000 

152,074,000 

Products transported (barrels) 

71,994,000 


64,064,000 


54,962,000 


53,955,000 

48,785,000 

MANUFACTURING 









Crude oil distilling capacity (daily barrels) 

504,000 


479,000 


429,000 


397,000 

382,000 

Crude oil intake (daily average barrels) 

431,000 


412,000 


382,000 


389,000 

343,000 

Crude oil intake (barrels) 

157,262,000 


150,371,000 


139,632,000 


142,083,000 

125,215,000 

Products manufactured from natural 









gas (barrels) 

11,407,000 


10,717,000 


10,545,000 


10,308,000 

7,724,000 

MARKETING 









Refined products sold (barrels) 

178,763,000 


174,349,000 


169,011,000 


160,210,000 

146,872,000 

Chemical products sold (short tons) 

732,000 


688,000 


617,000 


618,000 

580,000 

Natural gas sold (million cubic feet) . 

285,928 


222,822 


176,613 


146,160 

121,678 

♦Based on shares outstanding December 31, 1954. tPlus 

2% stock dividend. 
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